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financing U.S. Direct Foreign Investment 
1962 Capital Outlays Near $5 Billion 

More Than Half of Funds Used Generated Internally—Foreign Production Outstrips Exports 

J . his report covers the fifth annual 
survey of the som'ces and uses of funds 
of foreign subsidiaries and branches of 
U.S. companies, giving the structm-e 
of these accounts for 1961, plus pro
jections of plant and equipment expend
itures tlu-ough 1963 and data on sales 
of the foreign manufactming enter-
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prises as they have developed in the 
1957-61 period. 

These data provide measures of the 
scope and some of the effects of the 
rapidly growing foreign component of 
U.S. industry which supplement the 
data entering the balance-of-payments 
accounts. Foreign capital outlays and 
working capital in mining, manufac
turing and petroleum requhed total 
financing of S5.6 billion in 1961, after 
income distributions, of which the cap
ital flow from the United States sup
plied only a little over $1.2 billion. 
The remaining $4.4 billion came from 
internal funds generated by the opera
tions of the companies abroad, or was 
obtained from foreign external sources. 

Stepped up expenditures \>y U.S. in
dustry for plant and equipment abroad, 
especially in the manufacturing indus
tries, are directly responsible for sub
stantial gains in foreign production of 
a wide range of commodities. 

Foreign Capital Outlays Rising 

U.S. companies with dkect foreign 
investments report that they expect to 
spend $4.8 billion to expand or improve 
their plant and equipment abroad in 
1962, compared to $4.2 billion spent 
in 1961. This outcome would bo only 
slightly under the record amount spent 
in 1957, when outlays by the petroleum 
industry were at a peak. 

Current projections by the companies 
raise their previous anticipation I'or 1962 
by about 6 percent, with most of the 
upward revision in the manul'acturing 
i'acilities in Em-ope. Looking further 
ahead to 1963, the totals projected 
show little change for most industries 
and areas, althougli there is a tendency 
i'or reported amounts to become lower 
as they are projected further ahead 

because plans are less firm. There is, 
however, relatively strong indication 
that outlays in Europe by the trans
portation equipment industry will bo 
reduced. 

Manufacturing I n v e s t m e n t s at 
Peak 

In 1962, U.S. manufacturing compa
nies for the third successive year spent, 
or anticipated spending, larger sums 
for plant and equipment abroad. There 
is, liowever, a considerable selectivity 
in both industries and areas of invest
ment. Projected capital outlays of $1.9 
billion were $180 million more than the 
year before. Two thirds of this increase 
is being channeled into the Cominoii 
Market area, witli little change in the 
volume flowing into the rest of Europe 
(including the United Kingdom). 

Investment activity by this industry 
in Latin America and Canada rose 
slightlj', but declined in the rest of the 
world. On a cominodity basis, nearly 
all of tlie iulditional capital outlays 
occurred in the transportation and 
chemical industries, while other indus
tries, on balance, showed little net 
change. 

Europe.—For the first time, Germany 
ranlcs highest in capital outlays with 
expected expenditures of $432 inihion 
in 1962 ($318 million in 1961). In 
comparison, the rate of capital expen
ditures ill Canada was $391 million 
and the United Kingdom was in third 
position with $331 miflion. Plant in
vestments by American companies in 
the rest of the Common Market area 
were $164 million, only moderately 
above the level of earlier years. In 
addition to heavy investments in the 
transportation industry, large amounts 
went into machinciy and chemical 
industries. 
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Tlie $331 million being invested in 
the United Kingdom is 90 percent of the 
total invested. In the rest of Europo, 
there was little change in the relatively 
small amounts spent in Scandinavia. 
The same industries important in the 
Common Market Countries, also play 
tho major role in investments in the 
United Kingdom and the rest of Europo. 

For 1963, the projected decline in 
cxponditures in the Common Market, 
and the increase of expenditures in the 
rest of Europe, is mainly connected 
witli changes in the planned build-up 
of automotive and related facihtics. 
Investments in chemicals are also 
rising strongly, influenced b.y activities 

of oil companies in the petrochemical 
field. 

Canada.—Afi'ected by a lagging rate 
of economic expansion in Canada in 
the last few years, investment activities 
of U.S.-controlled manufacturing com
panies in Canada have changed little. 
After a small reduction of capital out
lays in 1961, the former level is expected 
to be regained in 1962, with 1963 totals 
expected to hold at the 1962 amount. 
Modest gains in 1962 in most industries 
(except for primary and fabricated 
metals) amount to $30 miflion, bringing 
total outlays to $391 miflion. Current 
investnipiit expenditures are consider
ably below the 1957 total of $561 mil-

Table 1.—Plant and Kfjuipnieiit Expcii<litiircs of Direct Foreign Investments , by 
Country antl Major Industry, 1960-63 
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' Kstinmted on tiio basis of company projections. 

lion, when major additions were made 
to the primary metals and paper in
dustries. 

Latin America.—Manufacturing out
lays for Latin America are the highest 
reported since the beginning of these 
surveys in 1957, amounting to an an
ticipated $300 miflion, 20 percent above 
the 1961 total. In this area, as in 
Europe, the new investment programs 
are concentrated in the chemical and 
transportation industries. Expansion 
is largely limited to three countries— 
Argentina, Brazil, and Mexico. 

As in 1961, anticipated investments 
wero largest in Argenthia, with Brazil 
being next in importance. These two 
countries account for more than two-
thirds of all sucli investments in the 
area. In Mexico and Venezuela, capi
tal expenditures for manufacturing 
have held relatively steady since 1957. 

The stability of planned capital out
lays in Latin America contrasts with 
wider fluctuations in capital flows from 
the United States. Witliin the aggre
gate of all industries these fluctuations 
in capital flows reflect largely net in
flows to the United States from petro
leum investments which offset outflows 
for manufacturing. For manufactur
ing alone, however, it should be noted 
that these outflows from the United 
States accounted for about one fifth of 
the funds avaflable to the enterprises 
(table 5) in 1961, and only about one 
third of their plant and equipment ex-
ponditurcs. 

Investment in manufacturing facfli
ties elsewhere is confined primarily to a 
few of the industrially more advanced 
countries—Australia, Japan, the Union 
of South -Africa, and a few others. 
These countries account for nearly all 
of the capital expenditures by American 
manufacturing companies in Africa, 
Asia and Oceania. Reduced outlays 
were reported for India, where the 1961 
amount was miusually high, but the 
total for Australia increased to $103 
mflhon ($90 mfllion in 1961), whfle 
expenditures in Japan were expected to 
remain unchanged at $49 miflion. 

Petro leum and Min ing 
Expansion 

American ofl companies are currently 
investing abroad at an annual rate of 
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$2);i biUion to develop new producing 
and refining capacity. This includes 
exploration and development costs 
charged against income of $.4 billion, 
and capital expenditures of over $1.8 
billion. 

Capital outlays of this industry are 
expected to rise in all areas in 1962 and 
are currently projected by the com
panies to remain stable for 1963. Tlie 
most pronounced growth is seen for 
Europe, whore outlays arc now antici
pated at close to $600 million for 1962, 
an increase of $160 miflion from the 
prior year. 

Nearly all of this capital is intended 
•for new refinery capacity, as well as the 
related facilities to transport, store and 
market tho additional output. Most of 
these outlays are going to the United 
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Kingdom ($200 million) and Germany 
($140 miflion), but significant amounts 
are also being invested in the Scandi
navian countries, the Netherlands and, 
to a lesser extent, in Franco and Italy. 

Plant and equipment e.xpenditures 
are still on the increase in North Africa 
where new oil fields have been broiiglit 
to production (Libya), or are lieing e.K-
plorcd and tested (iUgeria and otlier 
North African countries). In the Mid
dle East and Far East, cajiital expendi
tures are scheduled to rise substantially 
in 1962 and advance further in 1963. 

Capital outlays in Latin America are 
higher in 1962 duo to active develop
ment work carried out by oil companies 
in Argenthia, and a somewhat higher 
volume of investment in Venezuela and 
Trinidad. E.xchisive of activity in 
Venezuela, 1962 is expected to show a 
peak of oil investinont activity hi Latin 
America, with capital spending iimount-
ing to $212 mfllion. Aside from 
Ai'gontina and Trinidad, substantial 
operations are carried on in Bolovia, 
Colombia, Peru, and Central America. 

Expenditures in Canada were little 
changed from the 1961 volume, but 
companies report a moderate improve
ment hi spondhig levels for 1963. 

Mining hi vestments are also expected 
to be generally higlier in 1962. Increiisos 
are reported mainly hi Canada, Suri
nam and Jamaica, Central and West 
Africa, and, to a more hiuitcd extent, 
in Australia. 

In Canada, new capital outlaj's are 
connected ^\^th the development of 
additional iron ore resources, largely 
in association with foreign concerns. 
Even though these investment pro
grams carry over into 1963, reports 
received hidicate reduced capital spend
ing in that year. In otlier parts of 
Western Hemisphere, facilities con
nected with the production of bauxite 
and its reduction to alumina, and 
renewed investment hi copper mine 
properties, result hi a projected rise 
of 15 percent in 1962. Elsewhere, the 
growth of mining outlays is largely 
restricted to Central and West Africa 
and is bused on the development of 
iron ore mines and of bauxite. 

Other industries 

Investments in other hidustries, ex
cluding shipping companies and con-
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struction and enghieering firms, are 
scheduled to rise in 1962 to $672 miflion. 
Companies hi the trade and distribu
tion field continue to expand capital 
outlays, which are at a peak hi 1962 and 
are projected to be higlier in 1963. 
The growth in capital spending by 
tills industry is largely centered in 
Europe, where it is rising by $50 milhon 
to $225 million for 1962. 

Plant and equipment expenditures 

Compar ison of Doinestic a n d Eoreign Plant 

A n d Equlpinent Expenditures by U.S. 
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of the public utility and agriculture 
industries have tended downward and 
in 1962 are the lowest since 1957. 
These investments are located princi
pally in Latin America, and the invest
ment programs have been strongly 
influenced by major liquidations and 
expropriations in that area. 
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Table 2.—Plant and Equipment Expenditures Abroad by U.S . Manufacturing Companies , 
by Area and Major Commodity , 1959-63 

(Millions of dollars) 
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O t h e r a r e a s 
19.'i9 
1000 
1961 ' 
1002 • 
1903 < 

To ta l 

I, H7 
1,337 
1,081 
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14 

fl 
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12 
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13 
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36 
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23 

21 
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44 
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13 
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tion 
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473 
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60 
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75 
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68 

02 
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74 
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20 
23 
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75 
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00 
00 
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30 
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24 
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23 
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37 
33 
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20 

4 
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' Ilevised. 

• Estimated on tho basis of company prelections. 

NOTE.—Detail may not add to totals because of rounding. 

1. Includes other Western Hemispliero. 

Table 3.—^Plant and Equipment Expenditures of Direct Foreign Investments , Major 
Industries, 1957-63 

(Millions of dollars) 

Area and Industry 

All areas, total 
Alining and snioitlng.. 
Petroleum 
Manufacturing 
Trade 
Other industries 

Canada, total 
Mining and smelting.. 
Petroleum 
Manufacturing 
Trade 
Otlier industries 

Latin America, total < 
Mining and snioitlng,. 
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Manufacturing 
Trade 
Otiicr industries 

Europe, total 
Mining nnd smelting.. 
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Manufacturing 
Trade 
Otlier Industries 

Other areas, total 
Mining and smelting.. 
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Manufacturing 
Trade 
Othor industries 2 
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303 
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750 
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36 
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1,041 
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008 
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05 
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649 
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10 
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77 
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32 

' Revised. 
• Estimated on the basis of company projections. 

NOTE.—Betail may not add to totals because of rounding. 

1. Includes other Western Ilcmispiicre. 
2. Excludes international siiipping. 

Share of foreign outlays 

As the relative increase of foreign 
plant and equipment expenditures con
tinues to exceed the domestic rate, 
foreign outlays have tended for some 
time to take a larger share of total 
plant expansions by U.S. manufactur
ing companies. The anticipated 1962 
rise in foreign outlays is 14 percent, 
compared to a domestic increase of 8 
percent, as reviewed in an analysis in 
this issue. 

For major segments of the manu
facturing industry foreign capital in
vestments range from 9 percent to 34 
percent of total outlays, as shown in 
table 4. The overall ratio for the 
industries shoAvn is 18 percent in 1962. 
This proportion has risen from 13-14 
percent in 1959-60. 

Foreign capital outlays now account 
for well over one third of the combined 
total for petroleum and mining, and 
have been growing somewhat faster 
recently than domestic expenditures. 

Working Capital Requirements 

About $2 bfllion was used by foreign 
affiliates in the mining, oil and manu
facturing industries to add to working-
capital and other assets in 1961, 
about $% biUion more than in 1960. 

Inventory accumulation has been 
relatively volatile, tending to increase 
sharply as the rate of economic activity 
is stepped up in various areas. Thus, 
in 1961 the rate of inventory accumu
lation was much reduced for manufac
turing companies in Europe from the 
extraordinary rate of 1960, and there 
were also lower accumulations i'or this 
industry in Latin America and the Far 
East, while accumulations in Canada 
were somewhat larger. 

Additions to inventories by mining 
and petroleum companies were rela
tively minor. 

Receivables on the books of the 
foreign affiliates continued to rise in 
1961, at a somewhat faster rate than in 
1960. Most of these receivables accu
mulated on the books of manufacturing 
companies and are related to tlie build 
up of production facilities abroad and 
the ever larger volume of foreign sales. 
Petroleum companies have substan
tially hicreased the growth of receiva
bles, partly owing to larger sales and 
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partly related to the lengthening of 
payment terms. 

Nearly $800 mfllion Avas added to 
"other" assets in 1961, compared with 
$330 milhon in 1960, the smallest 
amount since 1957. 

The 1960 increase in these assets 
appears to have been unusually low 
because of the need to finance the 
increase in manufacturing inventories 
in Europe, whereas in 1961 these com
panies used less fmids for this purpose 
and also increased their external financ
ing abroad. On the other hand, petro
leum affiliates in the producing areas 
reported substantial increases in "other" 
assets in 1961, possibly representing 
longer-term financing extended to affili
ates and other customers or to local 
governments. 

Sources of Financing 

In order to finance fixed capital out
lays and the accumulation of inven
tories and other assets, U.S. companies 
abroad rely principally on internally 
generated fimds. Of the $5.6 bfllion 
needed in the major industries to cover 
these requirements in 1961, about $3.0 
billion came from the companies' own 

'resources, mainly cash flows from 
depreciation and depletion charges, and 
from retained earnings. This was not 
gi'eatly different from the amount 
generated the year before, though a 
larger volume of funds available from 
depreciation and depletion accounts 
counterbalanced a decline in__i'etained 
earnings. 

Depreciation and related items 
amounted to $2.2 bilhon in 1961, up 
from $1.9 biUion in 1960. As in earlier 
years, depreciation charges were large 
relative to plant and equipment expen
ditures abroad, amounting to 70 percent 
for oil companies, 53 percent for manu
facturing companies, and 65 percent 
for mining fii-ms. 

Oil companies charged about $1.1 
billion to depreciation and depletion 
accounts abroad, including about $.4 
biflion in Latin America. This pro
vided ample funds for capital outlays 
by a number of companies in the oil 
industry in that area, but elsewhere, 
particularly in Europe and the other 
areas, this som-ce of funds was inade
quate and had to be supplemented by 

external sources of funds. These con
trasting situations are related to the 
reduced flows of direct investment 
capital to Latin America for this 
industiy, wliUe there were sizable 
outflows from the United States to 
Europe, North Africa, and the rest of 
the Eastern Hemisphere. 

The manufacturing industry reported 
depreciation charges in 1961 of $.9 
biUion, about $100 mfllion more than 
the year before, with about 80 percent 
in Europe and Canada. Although capi
tal outlays in Canada declined slightly, 
requirements for working capital in
creased as well as income distributions 
so that somewhat larger amounts of 
external funds were used by the 
Canadian organizations. In Europe, 
capital needs were heavy and internally 
generated funds did not increase in 
the year as retained earnings were cut 
back. Accordingly, manufacturing 
firms in Europe raised larger amounts 
from outside sources. Foreign investors 
and creditors together with U.S. parent 
companies, invested $820 miUion to 
add to fixed assets or finance working 
balances. This was the highest amount 
raised from external sources in the 
1957-61 period. 

A slightly larger volume of internal 
som-ces of funds, together with lower 
needs in 1961 for investment in fixed 
and current assets, made it possible 
for mining firms to decrease reliance on 

SALES OF MANUFACTURES BY DIRECT 
INVESTMENT ENTERPRISES ABROAD 

Machinery, Chemicals, and Transportation 
Equipment Show Largest Gains 
Total Sales Reach $25.6 Billion 

Billion $ 
0 2 4 

Transportallon 
Equipment 

Machinery 

Che 

Food Products 

Other Products 

Primary and 
Fabricated Metals 

Paper and 
Products 

Rubber Products 

U.S. Deparlmenl ol Commerce, Ollice ol Business Economics 

1 1 1 
1957 Total 1961 Total 

i 

m 
i 

1 1 1 
62-9-11 

external sources of funds. These ex
ternal sources accounted for only $130 
miUion of the $450 miUion used in this 
industry. 

Eetained earnings have also long 
been an important som'ce of internal 
funds for United States direct invest
ment enterprises abroad, usually ac
counting for about one fifth of the funds 

Table 4.—Domestic and Foreign Expenditures for Plant and Equipment in Selected 
Industries 1960-62 

(Amounts In millions of dollars) 

Industry 

Expenditures—1900 

S 
o 
n 

?3 

Expenditures—1001 

Manuracturing 
Food products 
Paper nnd allied products... 
Cliomlcals 
llubber products 
Primary and fabricated 

motnis' 
Machinery, except eloctri

col 
Electrical machinery 
Tronsportation equipment.. 

Selected 
total... 

industries. 

Mining and petroleum. 

1,017 
828 

1,837 
208 

1,143 

1,232 
781 

1,040 

8,785 

5,623 

020 
750 

1,000 
230 

1,010 

1,100 
080 

1,310 

7, GOO 

3.030 

07 
78 

237 
08 

133 

132 
104 
330 

1,185 

1,893 

10 
0 

13 
23 

12 

11 
13 
20 

13 

31 

1,008 
751 

1,807 
311 

1,039 

1,200 
831 

1,003 

8,808 

5,032 

980 
OSO 

1,020 
220 

920 

1,100 
000 

1,130 

7,310 

3,710 

la 
1̂  

Expenditures—1902 • 

3 

no 
71 

277 
91 

100 

190 
141 
473 

1,528 

1,892 

11 
0 

15 
20 

10 

15 
17 
30 

17 

at 

1,143 
780 

1,979 
337 

1,202 

1,425 
848 

1,828 

9,642 

0,014 

u 

es
t 

i 

1,030 
710 

1,050 
250 

1,000 

1,240 
000 

1,210 

7,810 

3,820 

a 

Fo
rc

i 

113 
70 

329 
87 

142 

185 
158 
018 

1,702 

2,224 

l a 
1^ 

10 
9 

17 
20 

13 
19 
34 

18 

37 

• Estimated on the basis of company projections. 
1. Excludes primary iron and steel producers. 
NOTE.—Foreign oxpenditures include acuuisitions of c.visting lixoU assets, which ore excluded from the domestic series. 
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utihzed. However, in 1961 the amount 
of tlicse reinvested earnings in manu
facturing, petroleum and mining was 
reduced to $768 million, nearlj' two-
thirds accounted for bj' manufacturing 
companies. While petroleum and min
ing reinvestment was not much changed 
from I960, the amount for manu
facturing was sharply reduced to $485 
million from $744 million the year 
before. Most of the dechne was in 
Canada, where dividends rose though 
earnings were reduced. 

External financing 
Funds from external sources amount-

uig to $2.6 billion in 1961 were about 
evenlj'- divided between funds obtained 
from the U.S. parent companies and 
other U.S. sources, and funds obtained 
abroad by the foreign companies. 
These external sources rose by nearly 
$600 million in 1961, Avitli foreign 
sources providing most of the increase. 
Where internal sources of funds were 
adequate to finance needs for invest
ment outlaj'̂ s and for working capital, 

Table 5.—Sources and Uses of Funds of Direct-Investment Enterprises by Area and 
Selected Industry, 1959-61 

(Millions ol dollnrs) 

SOURCES OF FUNDS 

Area ond indus t ry 

All a r e a s , to ta l 
M i n i n g a n d smel t ing 
Pe t ro l eum 
Manufac tu r ing 

M i n i n g and smel t ing 
Pe t ro l eum 

Totol sources 

1969 

6,774 
873 

2,803 
3,008 

1,845 
306 
441 

1,000 

1,470 
343 
702 
425 

1,877 
12 

678 
1,287 

1,582 
123 

1,172 
287 

1000' 

7,245 
1,015 
2,930 
3,300 

1,737 
447 
540 
741 

1,714 
332 
730 
062 

2,001 

403 
1,407 

1,793 
226 

1,168 
410 

1901 

8,217 
813 

3,000 
3,708 

1,852 
300 
536 
927 

1,781 
201 
016 
676 

2,578 
8 

770 
1,800 

2,006 
124 

1,470 
400 

N e t Incomo 

1969 

2,837 
372 

1,100 
1,260 

711 
112 
00 

600 

065 
187 
333 
135 

020 
8 

110 
400 

851 
06 

048 
138 

1000' 

3,256 
610 

1,300 
1,370 

78G 
167 
160 
470 

789 
239 
380 
170 

068 
10 
87 

501 

1,022 
113 
740 
100 

1061 

3,381 
470 

1,553 
1,352 

760 
101 
100 
400 

874 
210 
477 
178 

709 
8 

87 
014 

1,038 
88 

700 
160 

F u n d s from 
Uni ted States 

1060 

1,181 
184 
628 
400 

376 
121 
112 
143 

238 
30 

132 
70 

381 
(") 

160 
231 

18G 
27 

134 
25 

1000' 

1,04G 
168 
454 
434 

371 
202 
138 

31 

89 
- 0 0 

24 
126 

613 
(••) 

273 
240 

73 
10 
19 
38 

1901 

1,249 
10 

743 
400 

235 
9 

09 
127 

110 
- 2 0 

44 
80 

687 

360 
227 

317 
27 

240 
60 

F u n d s obtained 
abroad > 

1969 

985 
155 
256 
675 

202 
95 
41 
00 

106 
40 

- 0 0 
160 

447 
3 

144 
300 

230 
11 

160 
60 

1000' 

1,017 
147 
1,63 
717 

- 2 2 
13 
46 

- 8 0 

314 
01 

- 2 4 
277 

373 
- 1 

- 1 2 
380 

352 
74 

144 
134 

1001 

1,391 
113 
301 
977 

220 
140 
20 
00 

180 
- 1 0 
- 1 0 
200 

723 
- 2 
130 
595 

262 
- 1 6 
101 
116 

Depreciat ion 
ond depletion 

1059 

1,771 
102 
014 
005 

660 
07 

180 
300 

471 
74 

327 
70 

429 
1 

108 
200 

315 
20 

230 
05 

1000' 

1,927 
191 
957 
770 

602 
75 

207 
320 

522 
92 

350 
80 

467 
2 

145 
310 

346 
22 

265 
00 

1001 

2,19G 
208 

1,000 
RR9 

637 
80 

217 
340 

Oil 
102 
404 
106 

669 
2 

103 
304 

389 
24 

285 
80 

Area nnd Indus t ry 

Min ing nnd smel t ing . 

Manufac tu r ing 

M i n i n g and smel t ing . 

Manufac tu r ing 

Lat in America, total ^ 
M i n i n g a n d smel t ing . 

Manufac tu r ing 

M i n i n g and smel t ing . 

Manufac tu r ing 

o t h e r a reas , total 
M i n i n g and smel t ing . 

Manufootur l ng 

Tota l uses 

1069 

6,774 
873 

2,803 
3,008 

1,846 
306 
441 

1,009 

1,470 
343 
702 
425 

1,877 
12 

578 
1,287 

1,582 
123 

1,172 
287 

1900' 

7,245 
1,016 
2,030 
3,300 

1,737 
447 
540 
741 

1,714 
332 
730 
052 

2,001 
11 

403 
1,407 

1,793 
225 

1,168 
410 

1961 

8,217 
813 

3,000 
3,708 

1,852 
300 
635 
927 

1,781 
201 
015 
676 

2,578 
8 

770 
1,800 

2,000 
124 

1,476 
400 

U S E S 

Proper ty , 
p lan t , and 
c t iu lpmcnt 

1060 

3,142 
437 

1,668 
1,147 

1,009 
240 
380 
389 

789 
147 
140 
103 

791 
2 

339 
450 

553 
48 

300 
115 

lOOO' 

3,230 
420 

1,407 
1,337 

1,034 
200 
300 
384 

G26 
78 

340 
207 

955 
2 

345 
008 

610 
SO 

422 
138 

1961 

3,574 
320 

1, 672 
1,081 

860 
105 
340 
301 

063 
96 

300 
249 

1,295 

438 
860 

760 
69 

486 
210 

OP F U N D S 

Inventor ies 

1059 

378 
37 

- 8 
340 

164 
18 

- 4 
160 

89 
18 

- 3 0 
101 

94 
( • • ) 

6 
80 

31 
1 

21 
9 

I960' 

793 
00 
20 

077 

93 
58 

6 
30 

124 
22 

- 2 4 
120 

453 
{") 

20 
424 

123 
10 
10 
07 

1901 

482 
27 
86 

370 

121 
61 
10 
00 

37 
- 1 8 

- 5 
CO 

315 
(•') 

75 
240 

9 
- 0 

5 
10 

Receivables 

1960 

487 
07 
06 

356 

118 
20 
12 
80 

96 
26 
30 
40 

237 
- 1 
23 

216 

37 
17 

(") 
20 

I960' 

030 
37 

104 
420 

GO 
- 1 0 

25 
46 

256 
31 

105 
1?0 

220 
- 3 

3 
220 

94 
19 
31 
44 

1901 

7GG 
18 

274 
474 

193 
40 
27 

120 

220 
- 1 7 

107 
130 

204 
- 1 
96 

170 

89 
- 4 
45 
48 

o t h e r a s se t s ' 

1969 

818 
70 

102 
647 

202 
60 

- 5 
157 

17 
10 

- 3 6 
33 

372 

80 
286 

227 
10 

146 
71 

1900' 

330 
41 
68 

231 

160 
25 
00 
76 

25 
- 6 0 
- 6 0 
125 

10 
1 

20 
- 2 0 

135 
05 
10 
61 

1061 

782 
70 

388 
316 

184 
48 
30 

100 

137 
17 
70 
60 

241 
- 1 
82 

100 

220 
15 

200 
6 

Incomo pa id 
o u t 

1950 

1,949 
253 

1,080 
610 

352 
01 
53 

233 

480 
134 
288 
68 

383 
11 

125 
247 

734 
47 

016 
72 

1060' 

2,2G0 
413 

1,221 
020 

390 
84 
00 

207 

084 
251 
350 

74 

301 
9 

87 
?05 

825 
00 

070 
80 

1961 

2,613 
300 

1,377 
807 

488 
80 

122 
280 

734 
214 
434 
80 

403 
0 

80 
374 

928 
00 

741 
127 

<••) Less than $600,000. 
'Kovlscd. 
1. Includes miscolloneous sources. 
2. Includes other Western Hemisphere. 
3. Includes miscellaneous uses. 
NOTE: Detail may not odd to totals because of rounding. 

funds drawn from the United States 
were at a minimum. However in 
industries and areas where heavy in
vestment acti^aty was taking place, 
funds from parents and other U.S. 
investors tended to rise significanth-. 
In particular, increased investments in 
manufacturing and petroleum in Europe 
and the rest of the Eastern Hemisphere 
required accelerated capital flows from 
United States owners, and accounted 
for nearlj' three-quarters of the total 
outflow from the United States. 

As mentioned above foreign investors 
and creditors provided American-owned 
foreign enterprises with sizable amounts 
of funds to supplement internal sources 
and parent company financing. The 
rapidly advancing investments of manu
facturing companies in Europe used 
about $600 million of such financing-
accounting for 40 percent of the funds 
used in these Em'opean afhliates. Pe
troleum companies in Europe also in
creased their use of foreign financing. 
In Canada larger amounts of foreign 
funds were used to refinance mining 
ventm-es and also to finance larger 
working capital requirements in 
manufacturing. 

Growth of Manufactur ing 
Product ion Abroad 

In 1961 sales by U.S.-owned manu
facturing companies abroad reached 
$25K billion, a rise of $2 bilhon in the 
year and some 40 percent over the 
amount reported in 1957, wlien the 
collection of these data began. 

Supported by the heavy investment 
activity of recent years, output has 
gained rapidly in Europe and reached 
$10.7 biUion in 1961. Growth since 
1957 was about 70 percent, and more 
than 15 percent in 1961. Gains over 
1960 were large in tlie chemicals, food 
and machmery groups, but automobile 
sales slowed compared to earlier j'^ears, 
with 1961 totals only 3 percent above 
1960. Sales increased substantially in 
France, Germany and the United 
Kingdom. 

Manufactming production in Latin 
America grew more rapidly than in 
any other area in 1961, gaining nearly 
20 percent. Ai'gentina, where com
panies for a number of years have added 
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Table 6.—Production Abroad by Direct-Investment Enterprises, Principal Commodities by 

Areas, 19.57, 1959-61 

(Millions ot dollar."!) 

Area and ycnr 

All a reas , tola!: 
1957 
1960 
1000 
1901 

C a n a d a ; 
1057 
1050 
1060 
1001 

Latin America; 

1957 
1950 
1000 
1001 

E u r o p e : 
1057 
1050 
1960 
1001 

Olhe ra rea . s : 

1057 
1050 
1000 
1061 

M a n u 
facturing 

total 

18,331 
21,100 
23,570 
25, 580 

7,807 
8.670 
8,020 
8,920 

2.485 
2,830 
3,180 
3, 770 

0,313 
7,090 
9,310 
10, 070 

1,085 
1,010 
2,100 
2,220 

Food 
prod
ucts 

2,467 
2,810 
2,020 
3,270 

028 
1,000 
1,020 
1,006 

008 
740 
760 
780 

734 
700 
900 

1,120 

188 
260 
260 
275 

P a p e r 
and 

allied 
prod
uets 

881 
1,170 
1,200 
1,310 

709 
1,030 
1.100 
1,115 

Chem
icals 

2,411 
2,950 
3,200 
3,075 

1,070 
1,150 
1,300 

409 
500 
020 
820 

S22 
1,050 
1,240 
1,610 

103 
240 
280 
345 

H u b b o r 
prod
ucts 

008 
1,040 
1, 170 
1,215 

272 
200 
310 
205 

230 
200 
280 
300 

202 
200 
300 
400 

195 
200 
220 
220 

P r i m a r y 
a n d 

fobri-
catcd 

metals 

1,548 
1,500 
1.080 
1,875 

927 
050 
020 
940 

111 
100 
100 
100 

435 
470 
690 
090 

Mac l i ln -
cry CK-
ciudlng 

electricni 

1,003 
2,200 
2,400 
2,736 

095 
700 
780 
700 

00 
80 
100 
116 

1,000 
1,210 
1,420 
1,635 

133 
160 
100 
226 

Elec-
tricid 

machin
ery 

2.047 
2,100 
2,280 
2.470 

1,080 
1,030 
1,040 
I, 000 

190 
190 
240 
300 

078 
770 
800 

1,050 

00 
110 
110 
120 

Trans
porta
tion 

equlp-
mout 

4,228 
6,140 
0.170 
0.000 

1,488 
1.000 
1,050 
1,450 

376 
470 
710 
770 

1,700 
2,350 
2,070 
3,070 

006 
720 
840 
710 

other 
prod
ucts 

1,880 
2,100 
2,310 
2,730 

842 

950 
905 

292 
340 
310 
440 

039 
740 
880 

1,125 

110 
140 
170 
200 

1. Inc ludes other Wes te rn ITcmisplierc. 

sizable amounts to their plant facilities, 
showed gains of about 30 percent. 
Sales grew strongly in chemicals, in 
primary and fabricated metals, and 
electrical machinery. 

No increase in sales was reported 
for Canada, with total production re
maining stable at $8.9 billion. De
creases in sales in the transportation 
industry, in machineiy, and in rubber 
products, offset gains in other commod-

Table 7.—Production Abroad by Direct-
Inves tment Manufacturing Enterprises, 
by Selected Countries 1957,1959-61 

(Millions of dollars) 

ity groups, notably a rise of output in 
the chemical industry of nearly 15 
percent. Sales in other areas were 
moderately improved overall, despite 
reduced sales of transportation 
equipment. 

Comparison with U.S. exports 
In the period since 1957, production 

in selected industries in United States-

owned manufacturing j'la-nl'S abroad 
rose by more than 40 percent, while 
in tlie same period exports from the 
United States of the same commodities 
advanced by less than 10 percent (see 
table 8). These selected industries 
had sales in 1961 of $17.7 billion, out 
of production by all manufacturing 
groups abroad totalhig $25.6 billion. 

While the figures show a strong rise 
of foreign production, considerable var
iations exist between areas and indus
try groups. Production in Canada by 
United States manufacturing subsidi
aries advanced by less than 15 percent 
since 1957, and remained at a stiindstill 
in 1961. In the same period exports 
to Canada of Ihescj products declined 
sliglitly. 

On the other hand, production in 
Europe rose by nearly 70 percent since 
1957 (15 percent in 1961 alone), and 
U.S. exports to Europe of the same 
commodity groups also increased by 
about 70 percent since 1957, and by 
about 14 percent in 1961. For both 
Canada and Europe, the absolute size 
of production abroad for these items 
is much greater than exports from the 
United States. 

For the "Other Area" group, whicli 
includes Australia, Japan, and other 
countries in the Middle East and Far 

(Continued on p. 32) 

Table 8.—Exports From the United States and Production by Direct InvcBtmcnts Abroad 
of Selected Manufactures, by Area, 1957, 1960-61 

(Millions ot dollars) 

Commodities 

Area and country 

Canada 

Latin American, lotnl ' 

Brazil 

Europe, total 
Belgium, Netherlands 

and Luxembourg. 
France 
Oermany. 
Italy 
United Kingdom 

Other areas, total 
Australia 
Japan 
Phliippino ncpublic 
Unionof South Africa.-. 
Other countries 

1057 

18,331 

7,897 

2,435 
385 
0.10 
043 
208 
480 

6,313 

410 
703 

1,110 
230 

3,303 
485 

1,685 
787 
217 
118 
300 
203 

1959 

21,100 

8,670 

2,830 
420 
704 
751 
304 
625 

7,690 

401 
780 

1,672 
244 

4,0.'0 
674 

1,910 
033 
240 
141 
292 
304 

1900 

23,570 

8,920 

3,180 
000 
870 
770 
300 
475 

9,310 

002 
006 

1,835 
350 

4,715 
843 

2,160 
1,085 

200 
140 
305 
340 

lOOl 

25,580 

8,920 

3,770 
895 
940 
850 
390 
005 

10,670 

740 
1,105 
2,205 

475 
.6,070 

025 

2,220 
1,045 

380 
100 
335 
300 

Selec ted m a n u f a c t u r e s : 
Foreign production 
U .S . exports 

P a p e r and allied products : 
Foreign iiroduction 
U . S . exports 

Chemicals : 
Fore ign product ion 
U . S . exports 

R u b b e r produc ts : 
Foreign product ion 
U . S . exports 

Mach ine ry , except olectrical; 
Foreign product ion 
U . S . exports 

Electrical mach inery : 
Foreign product ion 
U . S . exports 

Tronspor tot ion e q u i p m e n t : 
Foreign product ion 
U .S . e x p o r t s ' 

All areas, total 

1957 

12,438 
7,530 

881 
324 

2,411 
1,370 

908 
300 

1,903 
3,100 

2,047 
810 

4,228 
1,600 

lOfiO 

10,060 
7,941 

1,200 
410 

3,200 
1,(101 

,170 
372 

2,490 
3,206 

2,280 
793 

0,170 
1,401 

17,705 
8, 235 

,310 
453 

3,976 
1,700 

1,215 
330 

2,735 
3, 505 

6,201 
1,800 

2,470 
807 

6,000 
1,281 

Conoda 

1967 1000 1001 

700 
05 

807 
240 

272 
43 

005 
870 

1,080 
240 

0,030 
1,871 

1,100 
72 

1,160 
277 

310 
02 

780 
824 

1,010 
230 

1,050 
400 

6,920 
1,709 

1,115 
78 

1,300 
286 

206 
48 

700 
700 

1,000 
223 

1,4.60 
300 

1,424 
2,033 

Latin America > 

1067 

400 
487 

230 
02 

Ofl 
1,007 

190 
291 

376 
719 

1060 1901 

2,020 
2,121 

620 
420 

280 
74 

240 
236 

710 
535 

2,300 
2,056 

820 
379 

300 
03 

116 
869 

300 
204 

770 
408 

Europe 

1957 1000 1001 

4,605 
1,320 

822 
353 

202 
07 

1,000 
507 

078 
114 

0,910 
2,008 

1,700 
104 

00 
163 

1,240 
601 

300 
163 

1,420 
800 

890 
171 

2,970 
154 

7,735 
2,285 

1,510 
574 

400 
121 

1,635 
1,017 

1,050 
212 

3,070 
152 

Othor oreas 

1957 1900 1901 

1,308 
1,709 

193 
320 

105 
98 

133 
710 

09 
100 

006 
3.50 

1,070 
1,941 

30 
100 

280 
403 

220 
83 

190 
832 

110 
167 

840 
300 

1,600 
2,120 

40 
174 

315 
471 

220 

225 
023 

120 
168 

710 
202 

. Includes othor Western Hemisphere. 

1. Includes other Western Hemisphere. 

2. Excludes civilian aircraft. 

NOTE.—Dotoil may not odd to totals, due to rounding. 
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Effect of Shift in Date of Easter on Apparel 
Store Sales 

(Percent of annual average) 

January 

February. . . 

March 

April 

May , 

June 

July 

August 

.Soptonibcr. 

October 

November. 

December.-

1901 

77 

08 

'104 

89 

97 

97 

83 

01 

101 

104 

110 

170 

1. Eastor dato April 2. 
2. Enstor date April 21. 

provides the necessary guide for maldng 
many of these operational decisions. 

At least two approaches are available 
to obtain unadjusted monthly or quar
terly forecasts. In the fii'st, an annual 
forecast is decided upon by the utiliza
tion of any one of several available 
methods; often individual judgment 
adds the Imal touch in arrivhig at the 
"best" esthnate for the year as a whole. 
The monthly or quarterly forecasts may 
then be derived by prorating the annual 
total in accordance with the seasonal 
pattern derived from the firm's past 
experience. 

The second method is used when the 
forecasts rely on the firm's analysis of 
the factors influenciag its quarterly or 
monthly fluctuations based on prior 
experience. In this approach the move
ment of seasonally adjusted data for the 
company is analyzed and quai-terly 
or monthly forecasts are developed in 
seasonally adjusted terms. The sea
sonal factors applicable to the particu
lar year are then used to convert the 
forecasts to unadjusted estimates for 
the months or quarters. 

Some fu'ms use seasonal patterns to 

guide them in stabilizing their operations 
over the year. More specifically, if a 
company is engaged in highly seasonal 
items, it may experience wide swings 
in employment, pm'chasing, and sales 
with costly and disturbing conse
quences. One method of overcoming 
this factor is to diversify operations 
by adding new lines with offsetting 
seasonals. For example, apparel stores 
tliat formerly carried men's wear ex
clusively have added women's wear 
lines. The spurt in these sales at 
Easter-time has helped to supplement 
their sales of men's clothing during this 
period. On the other hand, men's 
wear sales exhibit larger seasonal gains 
than women's in June and December. 
By adding women's apparel, therefore, 
some stores have been able to lessen 
the extent of the seasonal fluctuations 
in their aggregate sales. 

Highly seasonal resort areas have 
attempted to overcome a similar prob
lem by introducing new industries. 
Diversification is not always practical, 
however, and some manufactm'ers have 
overcome the problem of wide seasonal 
fluctuations by rescheduling production 

and by building up stocks in the 
"off-season" period, thus providing 
greater continuity in their operations. 

Effects of moderating seasoruils 

Thus, while there has been some con
scious effort on the part of firms to 
moderate theu* seasonals, the effect can 
be only limited in scope. As indicated 
earlier, seasonals arise from influences 
such as weather conditions and changes 
in consumer tastes, which are to a 
large extent not controllable. While 
increased efforts to lessen seasonal 
swings are desirable and have many 
worthwhile effects, such as providing 
more continuous employment to workers 
and stabilizing raw material purchases 
in seasonal industries, nevertheless their 
contribution to economic growth would 
apparently be small, as indicated by a 
study " recently released by the Com
mittee for Economic Development. 

0. It was estimated that if two-tliirds of tlie seasonal fluctu
ations in nonfarm production could bo ollminatod ia tho 
next two decades tho contribution of tills factor alono to 
the long-term annual growth rato of 3 percent would amount 
to only one-tonth of one percont. "Tho Sources ot Economic 
Qrowtli in the United States," E. F. Donison, Sapplo-
mentary Paper No. 13. 

U. S. Direct Foreign Investments 
(Continued from p. SS) 

East, both foreign production by U.S. 
enterprises and exports from the United 
States rose by about 25 percent in 
the period. Exports to these areas are 
stUl larger than local production by 
United States-owned plants for most 
major commodities and include, of 
course, shipments financed by Govern
ment grants and credits. 

Production by U.S. companies of 
these manufacturing commodities in 
Latin America has made considerable 
gains since 1957, increasing by $1 
billion to a total of $2.4 billion. In 
the same period, exports from the 

United States have declined, so that 
local production in the area of such 
items as chemicals, electrical machin
ery, and transportation equipment now 
exceeds U.S. exports. 

The comparative volumes of exports 
and local sales are influenced by many 
factors, including overall demand con
ditions in individual foreign markets, 
the degree of interchangeability be
tween specific products, special foreign 
exchange or trading restrictions en
forced in some countries, the technical 
conditions of production and shipment, 
and many others. 


